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ABSTRACT 



A benchmark portfolio is provided to be customizable to an 
investment portfolio where the customization is dynamic. 
Each customization can be recorded as a historical event, 
and the investment return of the benchmark portfolio is 
based on the recorded customizations. The benchmark port- 
folio includes select asset classes, which include a sweep 
account, where each asset class includes at least one security 
that is representative of a set of specifically screened secu- 
rities within the asset class. 
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ABSTRACT 



A method for optimizing a rate of return based on a bank's 
capital and loan products, comprises the creation of a 
plurality of arrays, comprising a passiva product array, an 
activa product array, a distribution array and a result array. 
Each passiva product array signifies a plurality of passiva 
products having a monetary value and an interest rate 
associated with it. Each activa product array signifies a 
plurality of activa products having a monetary value and an 
interest rate associated with it. The method further assigns to 
each activa product a plurality of eligible passiva products 
from the passiva product array, and a pre-determined maxi- 
mum percentage of the activa product which may be 
financed by each of the eligible passiva products. For each 
activa product, enter on the distribution array, a single entry 
for each eligible passiva product. It calculates a maximum 
capital amount, a maximum interest amount and an available 
interest amount for each assignment made in the assigning 
step, selecting from the distribution array the largest the 
maximum interest amount. 

The entries are processed depending on whether the mon- 
etary value of the eligible passiva article is less than the 
maximum capital amount for the selected single entry. 
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ASSISTANT- EXAMINER : Trammell; Jim 

ATT Y-AGENT- FIRM: Spencer, Frank & Schneider 

ABSTRACT : 

A method and apparatus are provided for optimally allocating available resources in a 
physical system defined by a mathematical model having parameters of uncertain values. 
The method comprises the steps of firstly assigning a value to each of the uncertain 
parameters in the mathematical model based on a scenario that may or is expected to 
occur. Thereafter, given the parameter values at each possible scenario, the mathematical 
model is solved to yield the best solution of the mathematical model for that scenario. 
Once this has been complete, a probability value representing the expected probability 
that the scenario will occur is assigned to each scenario solution. The scenario 
parameter values, scenario solutions and scenario probabilities are then used to 
determine a single solution to the mathematical model which best "fits" the desired 
system behavior under the uncertainty defined by all of the scenarios considered. The 
single solution is then used to allocate the resources in the system. The present method 
is particularly useful in modelling a target portfolio from a number of other financial 
instruments. 
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ABSTRACT : 

A method and apparatus for determining an optimal replicating portfolio for a given 
target portfolio involves an initial step wherein a user defines a target portfolio to be 
replicated, a set of available market instruments from which the replicating portfolio 
may be created, a set of future scenarios, a horizon date, and a minimum profit to be 
attained. A representation of the trade-off between risk and expected profit for some 
arbitrary replicating portfolio is then determined and used to calculate a maximum risk- 
adjusted profit. The maximum risk-adjusted profit reflects that level of return that may 
be achieved with an optimum degree of risk; that is, it reflects that point in the 
risk/reward trade-off where a marginal cost of risk is equivalent to a marginal benefit 
attainable by assuming that risk. The method then uses the predefined set of available 
market instruments to identify a set of transactions that will create a replicating 
portfolio that will achieve the maximum risk-adjusted profit. The method and apparatus 
also derives the information required to compute a risk premium for pricing of portfolios 
in incomplete markets, and performs the computation. 
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A method and apparatus for determining an optimal replicating portfolio for a given 
target portfolio involves an initial step wherein a user defines a target portfolio to be 
replicated, a set of available market instruments from which the replicating portfolio 
may be created, a set of future scenarios, a horizon date, and a minimum profit to be 
attained. A representation of the trade-off between risk and expected profit for some 
arbitrary replicating portfolio is then determined and used to calculate a maximum risk- 
adjusted profit. The maximum risk-adjusted profit reflects that level of return that may 
be achieved with an optimum degree of risk; that is, it reflects that point in the 
risk/reward trade-off where a marginal cost of risk is equivalent to a marginal benefit 
attainable by assuming that risk. The method then uses the predefined set of available 
market instruments to identify a set of transactions that will create a replicating 
portfolio that will achieve the maximum risk-adjusted profit. The method and apparatus 
also derives the information required to compute a risk premium for pricing of portfolios 
in incomplete markets, and performs the computation. 
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